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SUBJECT: FRG PURCHASE OF URANIUM ENRICHMENT SERVICES 
FROM USSR - OFFSET AGREEMENT 
REF: BONN 14704 

1. UNDER SECRETARY CASEY SPOKE BY TELEPHONE TODAY TO 
AMBASSADOR HERMES WITH REGARD TO POSSIBILITY OF FRG PURCHASE 
OF URANIUM ENRICHMENT SERVICES FOR INCLUSION IN OFFSET 
AGREEMENT. UNDER SECRETARY STATED THAT IN OUR VIEW THIS 
COULD BE IMPORTANT CONTRIBUTION TO OFFSET AND WE ARE WILL- 
ING TO MAKE WHAT ACCOMMODATIONS WE CAN SO THAT IT CAN BE 
INCLUDED. HOWEVER, ACCOMMODATION BY FRG WILL ALSO BE 
NECESSARY IF ALL OBSTACLES ARE TO BE OVERCOME. 
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2. WITH REGARD TO AEC CONDITIONS WHICH POENSGEN SAID 
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CREATED PROBLEMS, WE ARE WILLING TO DO THE FOLLOWING: 

A. ON SOURCE OF NATURAL URANIUM FEED, FRG COULD OBTAIN 
SUPPLY FROM WHATEVER SOURCE IT DESIRES. 

B. WITH REGARD TO DELIVERY OF FEED, SCHEDULE IS NEGOTIABLE. 

C. STOCKPILING: US WOULD WISH ENRICHED URANIUM SUPPLIED 
UNDER ARRANGEMENT TO BE USED IN CIVIL POWER REACTORS 
WITHIN FRG. WE WOULD EXPECT THAT ENRICHED URANIUM SUPPLIED 
UNDER SUCH ARRANGEMENT WOULD BE UTILIZED BY END 1982, WHICH 

APPEARS CONSISTENT WITH NUKEM PLAN. OTHER DETAILS OF 
STOCKPILING ARRANGEMENT ARE NEGOTIABLE. 

3. CONCERNING PRICE, THIS IS ONE AREA IN WHICH WE HAVE 
NO FLEXIBILITY. AEC IS PROHIBITED BY ATOMIC ENERGY ACT 
FROM OFFERING FOREIGN CUSTOMERS LOWER PRICE THAN DOMESTIC 
CUSTOMERS. THEREFORE, REDUCTION IN PRICE WILL NOT BE 
POSSIBLE. (PRICE SHOULD REMAIN AT $36 PER KILOGRAM SW 
THROUGH DECEMBER 3 1 . 1973, THEREAFTER INCREASING TO $36.40 
ON JANUARY 1, 1974 AND TO $36.80 ON JULY L1974.UNDER AEC 
ENRICHMENT SERVICES CRITERIA, PRICE MUST BE THAT IN EFFECT 
WHEN ENRICHED URANIUM DELIVERED.) 

4. NECESSARY ACCOMMODATION ON FRG SIDE RELATES, FIRST, 

TO CLOSING COST GAP BETWEEN US AND USSR ENRICHMENT 
SERVICES. BECAUSE, AS EXPLAINED ABOVE, AEC HAS NO 
FLEXIBILITY ON PRICE, THIS WILL HAVE TO BE DONE IN SOME 
OTHER WAY. ONE POSSIBILITY WOULD BE ADVANTAGEOUS CREDIT 
TERMS. THEORETICALLY, THESE COULD BE PROVIDED BY US, 

BUT IF THEY WERE.SALE WOULD NOT QUALIFY FOR INCLUSION 
IN OFFSET. THEREFORE, GAP WOULD HAVE TO BE CLOSED BY 
MEANS OF FRG FINANCIAL INDUCEMENTS TO NUKEM. WE REALIZE, 

AS POINTED OUT IN REFTEL, THAT THIS MAY BE VERY DIFFICULT, 

BUT WE HOPE THAT FRG WILL CONSIDER MATTER IN LARGER CON- 
TEXT OF IMPORTANCE OF ACHIEVING HIGH QUALITY OFFSET 
AGREEMENT. SECOND, IN ORDER TO BE INCLUDED IN OFFSET 
AGREEMENT CURRENTLY BEING NEGOTIATED, PAYMENT WOULD HAVE 
TO BE MADE NO LATER THAN JUNE 30, 1975 REGARDLESS OF 
DATE OF DELIVERY OF ENRICHED URANIUM. 
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5. U.S. ABILITY TO INCLUDE BULK PURCHASE OF ENRICHMENT 
SERVICES UNDER OFFSET AGREEMENT WOULD BE CONTINGENT ON 
NEGOTIATION OF APPLICABLE CONTRACT DURING MID-NOVEMBER, 
1973. WE UNDERSTAND THIS TIMING WOULD MEET WISHES OF 
GERMAN NEGOTIATORS WHO PLAN TO BE IN U.S. AT THAT TIME. 

6. EMBASSY SHOULD DISCUSS MATTER FURTHER WITH POENSGEN, 
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DRAWING ON ABOVE AS USEFUL. KISSINGER 
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